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President’s Report 


To the Shareholders: 


The fiscal year ending 31 August, 1975 was a 
year of substantial change in the structure of 
the Company. 


During this year the marketing of propane and 
butane was discontinued by the Company (Note 
1(b) to the Financial Statements} as it became 
increasingly evident that the profit potential 

in this operation was diminishing rapidly. This 
primarily resulted when all marketers of 
propane and butane in Canada, including 
Hidrogas Limited the subsidiary company which 
handled this part of our operation, were put on 
notice by the National Energy Board that the 
major portion of the propane must remain in 
Canada. Hidrogas Limited has essentially been 
a propane and butane exporter, selling over 90% 
of its products in the U.S. for the past nine years. 
Accordingly, this stipulation, as imposed, 
substantially changed their marketing pattern 
and therefore it was decided to discontinue this 
operation. Resulting from this decision, the 
Company wrote off the non-cash excess cost of 
the subsidiaries shares which exceeded the net 
assets of the subsidiaries at their dates of 
acquisition in the amount of $360,000. 


In spite of the substantial change during the year 
your Company still showed a positive cash flow 
from operations of $153,000 or 5.7c per share 
after a provision of $262,000 for allowance for 
doubtful accounts, most of which pertain to the 
propane and butane operation. 


The Company continued to operate the 
Specialized Products part of the business. It has 
been decided that because of the Company 
taking ona full oil and gas production complex 
that these operations will also be phased out. 
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For this reason the auditors have included a 
condition relating to inventory on hand of these 
products and this condition will not be satisfied 
until such time that the inventories are 
liquidated. 


This fiscal year was the first full year that the 
Company was engaged in the oil and gas 
business, having acquired its first substantial 
production late in the calendar year of 1973. It 
has been the opinion of management that a 
further price increase above that presently 
being received for crude oil will be forthcoming 
within the next two years. It therefore appears 
prudent that full development of the oil 
producing properties presently owned by the 
Company should await the timing of this price 
increase to take full advantage of maximizing 
the profit from oil production. 


It will be noted from the balance sheet that 
acquisition of new properties during this fiscal 
year amount to approximately $2.5 Million. A 
large portion of these properties consisted of 
gas production which will produce revenue in 
future periods. The Company, as operator, 
completed 15 gas wells in the Princess Area 
which began production in December, 1975. The 
Company also participates to the extent of 5% 
in the North Coleman gas unit which 
commenced production in November, 1975. 
These properties will contribute significantly to 
revenue in future periods. 


It is the intention of the Company to aggressively 
continue in the oil and gas production operations 
and to take advantage of all opportunities 

which may present themselves in this line of 
endeavour. 


Respectfully submitted on behalf 
of the Board of Directors 


tt a 


Evan W.G. Bodrug, President 


January 19, 1976 
Calgary, Alberta 


CANADIAN HIDROGAS RESOURCES LTD. and Subsidiaries 


Consolidated Statement of Changes in Financial Position 
For The Year Ended August 31, 1975 (with comparative figures for 1974) 


1975 1974 
(Restated 
Note 2(b)) 
FUNDS PROVIDED: 
Net:{loss) income-for the year )-07 i-90 70) et cee $ (419,613) $ 800,072 
Add items not requiring an outlay of funds: 
Depreciatlong einai eo teu ate i ice ae ee te eo we are ae ae 86,695 55,655 
Depletion 790s ue aes a Se Aa ee go mtr eg ct ee ee 74,965 13,088 
ATH OLUTZ a thON lg eee e san: ase ie Stee Reta aie ole md a 22,583 9,455 
Deferred income taxesi—— 1c (aay en ee 26,222 786,812 
Deposits on tank carrentals writtenoff ............. —_— 142,394 
Deferrediexpenses written ott se ee ee — 49,337 
Write-off of excess cost of shares acquired over net assets 
of subsidiaries at dates of acquisition due to discontinuance 
of the operations to which the excess relates (Note 1(b)) 360,214 — 
Minority interestin earningsofasubsidiary .......... 2,909 — 
Total funds providedfrom operations ............ 153,975 1,856,813 
Increasedr long-termdebteiie en eee me ete nee 4,778,000 2,400,000 
Issue of: capital:stockieaeees ete eee eee 44,987 451,825 
Total funds provided wari. sere er eee nea ee 4,976,962 4,708,638 
FUNDS APPLIED: 
Acquisition of gas, oiland mineralinterests ............ 2,391,025 2,683,661 
Acquisition of gas, oil and mineral interests by 
OULCHAS EOL SUDSIGLALICS osama arene tine a ne on a — 879,754 
Additions to transportation equipment and other assets — net 31,974 136,194 
Pingncine costs: det erred dagen tee ae en 71,978 70,916 
Paid or payable omlong-term dept yaaa mae eee gee ee 1,859,966 1,067,342 
Acquisition of shares of subsidiary company — (Note 1(d)) oe 89,077 “= 
Mortgage receivable troma director asmenee ene ee 42,000 — 
Excess cast of shares acquired over net assets of 
subsidiary less minority interest acquired ............ — 49,597 
otal ands ap piled cece oer armen earn eto ean 4,486,020 4,887,464 
INCREASE (DECREASE) IN WORKING CAPITAL FOR 
TTY BAN Ro cgh eee Te A aA ee 490,942 (178,826) 
(DEFICIENCY) WORKING CAPITAL AT BEGINNING OF 
THEY BAR i so 1025 a ae ia a a GO ae (147,315) 31,511 
WORKING CAPITAL (DEFICIENCY) AT END OF THE YEAR 343,627 $ (147,315) 


The accompanying notes are an integral part of the consolidated financial statements. 


CANADIAN HIDROGAS RESOURCES LTD. and Subsidiaries 


Consolidated Statement of Retained Earnings 
For The Year Ended August 31, 1975 (with comparative figures for 1974) 


1875 1974 


(Restated 
Note 2{b)) 
RETAINED EARNINGS AT BEGINNING OF THE YEAR: 
OLE VIOSVLCDOLLCC ump n Ne tater gi) ti rea eunry resol arate § 941,279 $ 171,938 
Retroactive adjustment resulting from capitalizing the 
previous years’ financing costs —- net of income taxes 


BiaSSO ZOU IN OLeR (0) Meanie > ate tare eto ar ten hon ata i ee CTT) 30,731 -— 
NER COLAlE CMMI Pareto see spat. enon aio ly Simo wale it Bunun oaks 972,010 171,938 
Nie e@ootNGOME HOR LEY HARD mvaannmanunencmay ani batman, (419,613) 800,072 


REPAID) BARNINGS ALEND OF THE YRAR a sc atice iailtonelnbie ls $ 552,397 $ 972,610 


The accompanying notes are an integral part of the consolidated financial statements. 


CANADIAN HIDROGAS RESOURCES LTD. and Subsidiaries 


Consolidated Statement of Loss 
For The Year Ended August 31, 1975 (with comparative figures for 1974) 


1975 


1974 


SALES: ANDIOPERATING REV ENUEscie avsssate site ora alen ana nei ireuie re $ 
EXPENSES: 
Cost of sales and operating expenses 
Selling, general and administrative expenses 
Bad debts expense 
Interest — long-term 
~~ short-term 
Depreciation, depletion and amortization 


Oger ney Cee ten hie gen ye Mees Vell Men eked were Lele cermne 
abies FO OO ats OY SD aD 
Neh obek eed Acer \Colm Motfve Sole Le niece eitcren ie ihol lial Belees mieim cou ele Lhe me) | ireclucelmare 
BW hed sterile wey coly (lei tevels ciety Ceusi ol ALent eum cage tee (one soph fet. el pases Lemire mene veumnte 

sydd oly P91 (Nod Mer Maer clon Tueum We) aoe mele -e?/i teh ie/i ety ieln MeNMren (We Telh ening 


sno hi eu eee Leng isha ete ie: Loe curg 


Total expenses 


ONO ha ee Cece A eT a at COLAC) ee THO SY OPN cy) a. 1G) One 


oA Xe onsOe hay /P.00 0) Dw Oheevern \6 5. WeLrn Cormrhe BELO! | Lie:f ge: 


(LOSS) INCOME FROM OPERATIONS 


CYTHER CHARGES (INCOME): 
Deposits on tank car rentals written off — (Note 2(c)) 
Share of income of 20% ownedcompany .............. 
Write-off of excess cost of shares acquired over net assets of 
subsidiaries at dates of acquisition due to discontinuance 
of the operations to which the excess relates (Note 1(b)) 


Wile le) ler Se Ve) et 80) 


Net other charges 


ai euverae, comm cata esem rial ines tenrhoulitenueere) \jep se tsa) ae) ie?) jae) unel | fee te) ane 


(LOSSHAINGCOME BEE OR BANC OMENEAX ES tian ieemaeits sete en nnn 
INCOME TAXES: 
Deferred 
CATE PINT Baar Oa AUa Menuet enOan aT Rat AU ARPS Ua ae Me Aes 21 Ran Te 
Provincial rebates — deferred 
-— current 


mye har fel Whe seesaw Mere ei pues okie mirv mie ihe Ipel lmscers\ er ieue:. hey hme) OeLn hel) eye aimee) Mans Vets ef le mre) 


ehtveyh ior coh valdMetn very ei le, ieiueelewiell (er el, wiel pkeN lel ae: 618) 


ey se lereh se ely vere 16) ray Nec) Pov farm ce) As bral Cer ety ep w comune 


Net income taxes 


sliver breyten Mp Lio) pats Meier) folie “pee well. wL wens 16, 8 ay re: bnew cel mel a6 


{LOSS} INCOME BEFORE MINORITY INTEREST IN 
KARNINGS OF A SUBSIDIARY 


MINORITY INTEREST IN EARNINGS OF A SUBSIDIARY 
NET (POSSTINGOME FOR THE VE ARUN e (yarn an ti nnn aes 


{LOSS} EARNINGS PER SHARE {Note 8) 


fet P70) Gaus easyer  nenlt ‘om ie) tretd eye neLl eile ternary) 


The accompanying notes are an integral part of the consolidated financial statements. 


15,486,473 


13,712,396 
993,600 
261,837 
302,192 
128,370 
185,759 


15,584,154 


(97,681) 


360,214 


360,214 


(457,895) 


55,445 

(8,931) 
(24,223) 
(63,482) 


(41,191) 


(416,704) 


2,909 


(419,613) 


(15.6¢) 


(Restated 
Note 2(b)) 


$ 19,670,500 


16,606,937 
1,010,043 
68,709 
160,933 
24,529 
78,198 


17,949,349 


1,721,151 


113,086 


1,608,065 


786,812 
21,181 


807,993 


$ 


800,072 


9 
800,072 y 


31.8¢ 


Auditors’ Report 


To the Shareholders of 
Canadian Hidrogas Resources Ltd.: 


We have examined the consolidated balance sheet of Canadian Hidrogas Resources Ltd. as at August 
31, 1975 and the consolidated statements of loss, retained earnings and changes in financial position for 
the year then ended. Our examination included a general review of the accounting procedures and such 
tests of accounting records and other supporting evidence as we considered necessary in the cir- 
cumstances, except that we have been unable to satisfy ourselves concerning the determination of the net bp 
realizable value of certain inventories, valued at an average cost of $471,000. 


In our opinion, except for the effect of any adjustments which might have been required had we 
been able to determine the net realizable value of the inventories referred to above, and subject to the f= 
successful defense of the lawsuit described in Note 7(c), these consolidated financial statements present ~ 
fairly the financial position of the companies as at August 31, 1975 and the results of their operations and 
changes in their financial position for the year then ended, in accordance with generally accepted 
accounting principles which, except for the change in the method of accounting for financing costs “4 
described in Note 2(b), have been applied on a basis consistent with that of the preceding year. 


As required by Section 212 of the Companies Act, British Columbia, we also report that, in our 
opinion, the accounting treatment accorded minority interest is appropriate in the circumstances. 


DELOITTE, HASKINS & SELLS 
Auditors. 
January 14, 1976. 


CANADIAN HIDROGAS RESOURCES LTD. and Subsidiaries 


Consolidated Balance Sheet 
As at August 31, 1975 (with comparative figures for 1974) 


STVAROERR 


Assets 


TERERN 


1975 1974 
(Restated 
Note 2(b)) 
CURRENT ASSETS: 
CashietiitiyieG atte trait aD mewn mene Petree CLs ee Ui MMtLee TINY Ca ar Luts tread $ 335,434 $ 299,753 
ACEOUNES PECe La bemee ea one meen teen ema er aon testes ton ten ea ec aaa ama 1,881,576 2,982,586 
{nventories — at the lower of average cost or 
net realizable valtien wien ie eer in tke Secs eM ar neta 1,206,384 1,833,230 
Prepaid exoenses'and deposits mum erone wien an) breve een ane ne 42,241 377,888 
\Viarketable securities (market value $25,437; 
1974 22 $13,750) ie aire ramen Sat Rares tote. carat r acm Gimt es aida nee 29,562 29,562 
Total CULEeTILdSSCLS Meme ots hee he een 3,495,197 5,523,019 
\fORTGAGE RECEIVABLE FROM A DIRECTOR — less 
portion includedimaccounts receivable Wye aan he oe sea 42,000 — 
“ROPERTY AND EQUIPMENT — at cost (Note 2(a)): 
Gas’oikandimineralinterestspeearenweiy eee acy ora cea tne atts 6,726,182 4,268,654 
Transportation equipment and otherassets ............ 383,028 moo 1,054 
7,109,210 4,619,708 
Less accumulated depletion and depreciation ........... 274,491 112,831 
Netpropertyalgvec Ul pen tan wn eia he ie aim 6,834,719 4,506,877 
OTHER — at cost: 
Deferred'expenses——-net (NofeZ(D)] eee oe eee 124,658 75,263 
fixcess cost of shares acquired over net assets of subsidiaries 
atid atesiohvacguisitignn [Noten (D) | Mme ni i staat ante etal nirenn is — 360,214 
‘TLotalother assets spas meer wratterus tetas ace eee raed 124,658 435,477 
HU OUTEA TES iret tee eee salen ay cette usin are rade Okra tLe Paha $10,496,574 $10,465,373 


The accompanying notes are an integral part of the consolidated financial statements. 


A A ET A FARIA PS Sd NPRM EAT SPE A SPA OEE 2 YR FBI BPS SIS VCE SETS TT SE SFE SS ETS Se IST AEE i SCPE TE IS PSE EE TR ES 


Liabilities and Shareholders’ Equity 


CURRENT LIABILITIES: 


Hang indebted mess cui, eriuye ev iat tn ia a aa Sener nna Pa Om 
Accounts payable and accruedliabilities ............. 
Garrent.portion ol long-term debtinw pesea sees nen an ane 
PREOTIE TAXES aac: VU puviiae tundra lara eee ate eee te ou ara ee rat Pe 


LONG-TERM DEBT — less portion included in 


Clr en tel ia DLL EES" NOTe. 3) a5 iy Maule at me ane meee nore 
BEFERREDUNCOME:TAXES)(Note 4) aaa ae nna en ocr 


INMUNORETNG UN TERRES Von icc coterie ca i eae re cnet wits een et tues, 


SHAREHOLDERS’ EQUITY: 
Capital stock: 
Authorized: 
5,000,000 common shares with a par value of $1 each 
Issued and fully paid (Note 5): 


377161589; SHALES preteen eet ETC ne te tra nr at Be 


Contributed surplus — arising on issue of common shares 


Retained Carnings vances pin ce ments tM meade te tem me iar eran ra: 


Motalsharenoiders eq U1 yee mec mn ieee een a sere 


Approved by the Board: 


Spe, Director 
Mia Director 


$ pall 


2,636,176 
515,400 


4,741,733 
1,002,634 


38,181 


890,434 
118,625 


1,562,456 


$10,496,574 


1974 


(Restated 
Note 2(b)) 
$ 1,260,000 
4,070,912 
318,241 
21,181 


3,670,334 


1,823,699 
976,412 


37,846 


857,147 
107,925 
972,010 


1,937,082 


$10,465,373 


CANADIAN HIDROGAS RESOURCES LTD. and Subsidiaries 


Notes to the Consolidated Financial Statements 
August 31, 1975 


il 


BASIS OF PRESENTATION: 


(a) 


(b) 


These consolidated financial statements include the accounts of the parent company and those 
of its wholly-owned subsidiaries, Hidrogas Limited, Hidrogas Incorporated, Pet Chem 
Distributing Ltd., Hidrogas Inc. and its 73% owned subsidiary, Vanalta Resources Ltd. 


During the year the Company entered an agreement to liquidate and terminate all further 
activity in the merchandising of liquified petroleum gas. 
This agreement resulted in the following: 
(a} Sale of all propane and butane in storage at March 31, 1975 at a price equivalent to the 
company’s laid in cost and storage; 
(b) assignment of all rights to underground storage facilities; 
c) leasing or sub-leasing all tank cars presently owned or controlled by the company, 
(d} assignment of leases on tank cars presently under long-term lease where permitted by 
lessor and, 
(e) write off of excess cost of shares acquired over net assets of subsidiaries at dates of 
acquisition relating to this business. 
The benefit to the company of the above noted sub-leases will be realized over their five 
year term. 


The accounts of Hidrogas Incorporated, a U.S. corporation, have been converted to Canadian 
funds at par, which approximates both current and historical rates. 


During the year the company acquired an additional 17.4% interest in the voting shares of its 
subsidiary Vanalta Resources Ltd. for cash of $44,090 and 15,600 shares of the company valued at 
$1.75 per share and 17,687 shares of the company valued at $1.00 per share, for a total 
consideration of $89,077. In addition, the company has the right to purchase an additional 75,000 
voting shares of Vanalta at 30¢ per share which are held in escrow under the control of the 
Vancouver Stock Exchange. 


SUMMARY OF ACCOUNTING PRACTICES AND RESTATEMENTS: 
(a) 


The Company follows the full cost method of accounting for its resource properties whereby 
costs of exploring for and developing oil and gas reserves are capitalized and these costs and 
well equipment costs are depleted and depreciated on a unit of production basis based on 
proven oil and gas reserves. 


Depreciation of transportation equipment and other assets is computed under the declining- 
balance method at rates of 4% and 20% to 30% respectively. 


During the year the Company retroactively adopted the policy of capitalizing financing costs 
and amortizing such costs over the period of the related debt. This change in policy has reduced 
the net loss for the year ended August 31, 1975 by $24,697 and increased the net income for the 
year ended August 31, 1974 by $30,731. 


During the year ended August 31, 1974, the company adopted the practice of writing off all 
deposits on tank car rentals, whereas the previous practice was to write off all deposits over two 
years old. This change in practice reduced income for 1974 compared with 1975 by $142,394 
before income taxes. 


3. LONG-TERM DEBT: 
1975 1974 
Details of long-term debt are as follows: 


12% Note payable, maturing 1975, repayable at $2,800. 

per month including interest, secured by certain equipment . . $ — 101,041 
Mortgage payable, non-interest bearing, repayable in annual 

instalments of $75,000. decreasing to a final 

instalment of$o4:000s1U1y181979 year ae ee eee 249,000 324,000 
Production loans, interest at 112% above prime rate, to be 

repaid in equal monthly instalments including interest 

over 5 years, current portion approximately $366,000. ..... 3,014,333 716,899 
9%, convertible debenture, due 1984, interest payable 

quarterly, convertible into common shares of the 

Company at the rate of 690 shares for each $1,000. 


DEC] Dal weer mew ee pce tie kc ind VAs Lenn at an: Se ee 0B eee 1,000,000 1,000,000 
12%, debenture, maturing 1980, repayable at $5,600. per 
TON Hepsi ter es (amram wacuer aren ya re rca me Mn eee 960,800 = 
Agreement payable, non-interest bearing, maturing 1978, 
repayable in monthly instalments of $1,000. ........... 33,000 = 
5,257,133 2,141,940 
Girrene DORonon Ong erin Ce Dts mam amen ree ne gear een 515,400 318,241 
$4,741,733 $1,823,699 


The production loans are secured by a first charge against certain gas, oil and mineral interests. The 
mortgage payable is secured by a second charge against certain gas, oil and mineral interests. The 9% 
debenture is secured by a second charge against the remaining gas, oil and mineral interests and by a 
floating charge on all other assets of the Company. The 12% debenture is secured by a floating charge 
on all the assets of the Company. 


4. INCOME TAXES: | 
For income tax purposes the Companies are entitled to claim capital cost allowance and drilling and 
exploration costs in excess of the related depreciation and depletion provisions charged against 
income. A subsidiary Company has a tax loss of approximately $184,000 which may be utilized until 
1979 to reduce future taxable incomes. The income tax reductions from the use of these losses will be 
recorded when the losses are utilized. 


Se GALL LA ot OCK: 
Details of issued capital are as follows: 


Number of At Par Contributed 
Shares of $1 Discount Net Surplus 
Balance EAU GUSES Ll O74 Waite tens 2,683,302 $2,683,302 $1,826,155 $857,147 $107,925 


Issued on acquisition of shares 
of Vanalta Resources Ltd. 
pt 65 oo ee ey 33,287 33,287 a 33,287 11,700 


2,716,589 $2,716,589 $1,826,155 $890,434 $119,625 


Of 1,700,000 common shares issued during 1969 for the acquisition of Hidrogas Limited, 425,000 are 
held in escrow under the control of the Alberta Securities Commission and the Calgary Stock 
Exchange. 


The Company has reserved 300,000 shares for issuance to officers and employees under a stock option 
plan. Options in respect of 70,000 shares have been granted at a price of $1 per share and may be 
exercised to acquire up to 20% annually of the shares under option on a cumulative basis until May 1, 
1979 on 35,000 shares and to August 16, 1980 on 35,000 shares. 

The Company has granted non-transferable stock purchase warrants to two individuals for a total of 
50,000 shares at $2 per share, exercisable until February 1979. 

The Company has entered into an Option Agreement with a debenture holder who has the option to 
purchase 300,000 shares of the Company at a price of $1.60 per share, exercisable until December 31, 
1978. 

None of the above stock options or stock purchase warrants have been exercised to date. 


REMUNERATION OF DIRECTORS AND OFFICERS: 


Remuneration paid to six directors and senior officers of the company, four of whom serve in both 
capacities, amounted to $111,727 in 1975. 


CONTINGENT LIABILITIES AND COMMITMENTS: 

{a} The Company has entered into a five year lease until 1977 for tank cars at an annual rental of 
$147,000. 

(b) The Company has entered into a lease agreement for office premises for two years with an 
option for an additional two years at an average annual rental of approximately $28,000. 


Ny Ac} A former supplier has commenced an action against the Company and the U.S. Federal Energy 


Administration in the Federal District Court, District of California, seeking damages of $346,000 
resulting from prices paid for certain liquefied petroleum products purchased by the Company 
under the regulations of the U.S. Federal Energy Administration. The Company and its solicitors 
are of the opinion that the action can be successfully defended and no provision for this amount 
has been made in these financial statements. In addition this supplier has invoiced the Company 
approximately $550,000 for certain other liquefied petroleum products purchased and originally 
paid for under Federal Energy Administration regulations; the Company has not recognized this 
amount in these financial statements as it is of the opinion that the prices originally paid were in 
accordance with those laid down by the Federal Energy Administration and this additional 
amount is not a legal obligation of the Company. 


‘esol 


EARNINGS PER SHARE: 


Earnings per share have been calculated on the weighted average number of shares outstanding 
during the year. 


There is no dilutive effect on earnings per share in 1975. 


10 


ian Hidrogas Resources Ltd. 
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